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Chapter 7 trustee brought adversary proceeding pursuant to 11
U.S.C. § 544(a) to avoid any security interest held by Capital
Consultants, Inc. (“CCI”) and/or Cascade General, Inc.(“CGI”) in
certain claims (“Government Contract Claims” and “ARCO Alaska
Claim”) which Debtor had against third parties for services Debtor
provided the third parties during the course of its ship repair
operations.  The facts of the case were complicated and involved
two major restructurings of obligations which Debtor owed to CCI. 
The Bankruptcy Court held in favor of CCI with respect to both the
“Government Contract Claims” and the “ARCO Alaska Claim”.  See P97-
23(15).  The District Court affirmed.

The 9th Circuit reversed as to the “Government Contract
Claims,” holding that WSI (the bankruptcy debtor) did not continue
to be a “debtor” under Oregon law (ORS 79.1050(1)(d)) once its debt
and collateral were transferred to a new entity.  The Court further
held that in the absence of a debt, no security interest could
exist between WSI and CCI.  Judge Leavy dissented.

The 9th Circuit affirmed as to the “ARCO Alaska Claim”. 
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